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Bryan J. Leithiser Telephone: 610-653-6350
Assistant Director FAX: 610-478-9035
Reading Public Library www. reading. lib.pa.us
100 South Fifth Street leith@reading. lib.pa.us

Reading, Pennsyivania 19602
Date: April 15, 2003

To: FCC
Office ofthe Secretary
445-12" Street SW
Washington, DC 20554

Regarding: CC Docket Numbers 96-45 and 97-21

Applicant Name: Reading Public Library
Form 471 Application Number 327133
Billed Entity Number: 126266

Funding Request Number: 877067

Dear Sir or Madam:

1 would like to appeal my request for discounts that were denied by the Schools and
Libraries Division for the funding year 2002-2003. [ requested discounts for payment on
a leasing agreement for equipment to be used for end-to-end service at twenty-three
libraries for a wide area network. The equipment was installed by and leased from our
telecommunications provider (lease agreement enclosed). This equipment is essential to
providing Internet service to those library sites. The lease for the equipment is a five year
lease and meets all criteria for discounts. All entities using this equipment are eligible
entities and the equipment does not transfer ownership.

I have enclosed all correspondence | have had with the SLD concerning this matter. They
have denied my claim on the basis that I did not "*demonstratethat the equipment met the
criteria of end-to-end telecommunications services." Our telecommunication provider

installed this equipment and the Internet servicesto these sites would not be possible
without the equipment.

| look forward to hearing from you in the near future.

Sincerely,

Bryan Leithiser
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Administrator’s Decision on Appeal - Funding Year 2002-2003

Api-il 10, 2003

Mr. Bryan Leithiser

RE: Reading Public Library
100 South Fiftli Street
Reading, PA 19602

Re: Hilled Entity Number: 126266
471 Application Number: 327133
Funding Request Number(s): 877067

Your Correspondence Dated: July 24, 2002

After thorough review and investigation of all relevant facts, the Schools and Libraries
Division (“SLD”) of the Universal Service Administrative Company (“USAC”) has made
its decision in regard to your appeal of SLD’sYear 2002 Funding Commitment Decision
for the Application Number indicated above. This letter explains the basis of SLD’s
decision. The date of this letter begins the 60-day time period for appealing this decision
to the Federal Communicaticns Commission (“FCC”). if your letter of appeal included
more than one Application Number, please note that for each application for which an
appeal is submitted, a separate letter is sent.

Funding Request Number: 877067
Decision on Appeal: Denied
Explanation:

e Your appeal letter states that this request is for recumng telecommunications
service charges on a five-year leased agreement for equipment/maintenance, and
that the provider is Verizon Credit Incorporated. The lease does not transfer the
ownership of any equipment to the libraries. Therefore, the agreement does not

represent a purchase.

o After ¢ thorough review ol your appeai, ii was deiermined that you did iiot
demonstrate that the equipment met the criteria of end-to-end telecommunications
services. Therefore, the appeal is denied.

e Since your Form 471 included some internal connections services: data equipment
and associated maintenance within your Block 5 request for priority one services,
your Form 471 request has been re-categorized as a request for internal

130x 125 - Correspendence Unit, E0 South Jefferson Road, Whippany, New Jerscy (0798 |
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connection services. For Funding Year 2002, there are not sufficient funds to
provide internal connections discounts to applicants at your discount rate. Your
discount cligibility is 47%. Consequently. SLD denies your appeal because given
the demand, the funding cap will not provide for internal connections at your

approved discount level to be funded.

* The servicesyou listed as telecommunications on your Form 471 included some
internal connections services. FCC rules require that where demand for funding
exceeds available support, first priority be given to requests for
telecommunications services and Internet access. See 47 C.F.R. §54.507(g)(1)(1)
FCC rules further require that requests for intemal connections be given second
priority, and be funded only if funds remain after support has been provided for
telecoinmunications and Internet access through all discount levels in a funding
year. See 47 C.F.R.§ 54.507(g)(1)(11). Where demand for discounts for internal
connections exceeds available support, FCC rules require funding be awarded
first to applicants eligible for a ninety percent discount level, and then at each
descending single discount percentage until funds are depleted. See 47 C.F.R. §
54.507(g)1)(111). Program procedures further require that funding requests for
telecommunications/Internet access services that include internal connections
services be re categorized as internal connections services to prevent priority two
services (internal connections) being treated as priority one services
(telecommunications and Internet access services) for funding decisions.

If you believe there is a basis for further examination of your application, you may file an
appeal with the Federal Communications Commission (FCC) via United States Postal
Service: FCC, Office ofthe Secretary, 445-12" Street SW, Washington, DC 20554. If you
are submitting your appeal to the FCC by other than United States Postal Service, check the
SLD web site for more information. Please reference CC Docket Nos. 96-45 and 97-21 on
the first page of your appeal. The FCC must RECEIVE your appeal WITHIN 60 DAYS
OF THE ABOVE DATE ON THIS LETTER for your appeal to be filed in a timely
fashion. Further information and new options for filing an appeal directly with the FCC
can be found in the “Appeals Procedure” posted in the Reference Area of the SLD web site,

www.sl.universalservice.org.

We thank you for your continued support. patience, and cooperation during ihe appeal
process.

Schools and Libraries Division
Universal Service Administrative Company

Box 125 - Correspondence Unit, SO South Jrfferson Road, Whippany, New Jersey 07981
Visttus enhne at hftp #www. si. universaiservice.org
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Letter of Appeal to Schools and Libraries Division in Response to:

Funding Commitment Decision Letter, Funding Year 2002 Dated July 16,2002
Applicant Name: Reading Public Library
Form 471 Application Number: 327133

Billed Entity Number: 126266
Funding Request Number: 877067

CONTACT INFORMATION
Bryan Leithtser

Reading Public Library

160 South Fifth Street
Reading, PA 19602
Telephone: 610-655-6350
FAX: 610-478-9035

Email: leithizreading lib pa us

Dear Sir or Madam,

Your Funding Commitment Decision Letter dated July 16, 2002 states that our request for
discounts for payments on leased equipment for our wide area network was turned down in
Funding Request Number 877067. In that section of the letter it is stated that the “Category of
service was changed by the SLD fiom Telecommunicationsto Internal Connections” (see
attached Funding Commitment Decision Letter, page 7 of 7). Thisis in error. This request is for
the recurring charges incurred for Telecommunications Service on a five year leased agreement
on equipment and maintenance of our wide area network fiom Verizon Credit Inc (see attached
Master Equipment Lease Agreement). This service provides Internet and integrated library
database services for the twenty-three member libraries of our consortium located throughout the
Berks County area. The lease does not transfer the ownership of any equipment to those libraries.
This then constitutes a lease not a purchase. These charges are therefore eligible services. In
addition, the Funding Commitment Letter states, “The funding cap will not provide 90%
discount to be funded.”As part of the “Telecommunications service” shared among our
automation consortium, the discount rate | requested for this service was for forty-eight percent

(48%), (see attached Form 471, Block 5, page 8 of 9.

To summarize our position, a forty-eight percent (48%) discount for leased telecommunications
services for a wide area network providing Internet to remote libraries should be eligible for
Erate discounts There is no transfer of ownership of any equipment and therefore is not an

“Internal Connection” but a “Telecommunications service.”

Please contact me immediately to discuss these points S0 that we can rectify this situation.

Smcerely, \[ /
}5 lw '- r_7 oA W

Bryan Léwhiser



Universal Service Administrative Company
Schools & Libraries Division

July 29, 2002 )
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Bryan Leithiser ,
Reading Public Librar ﬁ £ p
J y LTSGR Boon

100 South Fifth Street e 2

Reading. PA 19602

Bryan Lcithiser

The Schools and Libraries Division of the Universal Service Administrative Company has
received your correspondence dated July 24,2002 on July 24,2002 regarding the 2002-2003
hiding decision on your application number 327133. Here are the steps that will now follow:

1. We will review your correspondence carefully to identify the specific issue(s) it raises

2. We will consult the program integrity assurance records and all supporting documentation
for the application. Our goal is to determine whether the program rules were administered
appropriately in processing your application.

3. Once the review process is completed we will respond in writing and state whether your
appeal is approved, denied or approved in part. We will then follow with a funding
commitment decision letter for any approved appeal resulting in additional discounts for
your application. Funds have been set aside to implement funding decisions for appeals
approved by the SLD and/or the Federal Communications Commission.

We have begun in-depth review of the appeals we have received, and out goal is to respond to
you as promptly as possible. We thank you in advance for your patience as we handle your
case with the care and attention it deserves.

Schools and Libraries Division
Universal Service Adiistrative Company

Box 123 Correspondence Unit, 80 South Jefferson Road, Whippany, New Jersey 7981
Visit us online ai: htp./www. s/ universalsewice org



LETTER OF APPEAL
Schools and Libraries Division
Box 125 - Correspondence Unit
80 South Jefferson Road
Whippany, NJ 07981

CONTACT INFORMATION
Bryan Leithiser

Reading Public Library

100 South Fifth Street
Reading, PA 19602

Telephone- 610-655-6350
FAX 610-478-9035

Emd: leith@reading lib pa us



Bryan Leithiser

Reading Public; Licrary
100 South Fifth Street
Reading, PA 19602
Telephone: 610-65,556350
TAX: ©10-478-903%
leith@reading.lib .pa.us

Fepruary 19, 2003

TO:; Jose Diaz
Schools & Libraries Division

Program Compliance

Subject: E-rate appeal, application # 327133, FRN#877067

Dear ¥Mx. Diaz,

Pursuant to our telephone conversation on Wednesday, February 19, 2003 this
letter will answer all questions in the Email you sent to me that day and other
questions you had concerning our coiltract with Verizon. A signed copy of your
Email with all questjons answered accompanies this letter. With regard to your
questions concerning our contract with Verizon for leased equipment the

explanation is as follows.

The contract 1 sent to the SLD on July 24, 2002 was a copy of our lease
agreement with Verizon for equipment €or our frame relay service. This is an
agreement to lease the equipment needed at all end-to-end points for data
service within our network. This service is needed to provide all of the
libraries with Internet service and connectivity to the shared library database.
With regard to the title of the agreement “Master Equipment Lease-Purchase
Agreement”, this is a standard contract used by Verizon for all of their
customers whether they are leasing or purchasing the equipment. In our contract
there is no intent to purchase the equipment installed and we will not exercise
any purchase options at the end of the agreement. With regard to subsection “2”
on page two of the agreement, again this is standard language and is not
intended to be an agreement to purchase the equipment. All equipment use in this
contract remains the property of Verizon and as stated in answers to the
questions in your Email. Verizon is responsible for all replacement and

rnainrenance of the equipment.

Sincerely,
™
: . c
AN V- R,
R A A L

~, [ : .
- ¢ Uy

L RE

Bryan lLeitliser
Assistint Director




Frcm: Jose Diaz [JDIAZEneca.org)
Sent: Wednesday, February "9, 2003 12:76 PM
To: LEITHRreading.lib -pa.us

Zc: Jose Diaz ; _ )
guhject: E-rate appeal, application # 327133, FRN#877067

February 19, 2003

Bryan Teithiser
rReading Public Library

Mr. Leithiser,
My name is ,JosebDizz. | am processing the appeal for your Fund-Year 2002

application # 327133. 1 need the following information:

Hased on the documentation that you submitted via fax dated May 23, 2002 FrN
877067 includes charges associated with on-premise equipment. The FCC has
indicated that equipment at the applicant site is presumed to be Internal
Connections, but that this presumption can be overcome in certain circumstances.
In order for us to evaluate your request, please provide the following
information. Please be sure to sign your response and list your title.

1. Is the equipment directly related to the end-to-end provision of
Telecommunications or Internet Access services? YES

2. Will the same service provider that provides the associated
Telecommunications Service or Internet Access provide the leased equipment? YES
3. Will ownership of the equipment transfer to the library in the future? NO
4. Does the relevant contract or lease include an option for the applicant to

purchase the equipment? NO
5. moes the relevant contract or lease stipulate that the applicant will have
exclusive use of the equipment? YES

6. Will the leased equipment at the applicant site be used for any purpose
other than receipt of the eligible Telecommunications Services or Internet

access of which it is a part? NO

7. Will the library"s internal data communications network function without
dependence on the equipment? NO

q. Does responsibility for maintaining the equipment rest with the service
provider? IFS s /

AN e . i
U

1fBry§gfLeitﬁiéef

Assistant Director

Thisz informaticn must be submitted within 7 calendar days. If you have any
further questions, please do nct hesitate to contact me.

Thank you for your time

Jose Diaz

Schools n Libraries Division
Program Compliance

Voice: 97378847854

Fax: 973759976525

Brmail: jdiaz@sl.uriversalservice.org



VERIZON CREDIT INC.

MASTER EQUIPMENT LEASE-PURCHASE AGREEMENT
(For Use with State ana Local Governments)

Feadine Fublic Tibrary
- ’ {Lessee)

100 Sqath Sth Street

Readhing, PA 19602
e # (610) 6556350

Address:
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Master Agreement Daic: 2%

\

VERIZON CREDIT INC. (Lessor)

address: 1901 US Hishway 3L M., Suite 2704
Tampe, F1 33619 )
Fhone # (813) 620-6700

For and m consideration of the mutual pronuses and agree-

ments herein contained, and other good and valuable considera-
rion, the receipt and sufficiency of which are hereby acknowl-
edged, the parties hereto agree as follows:
1. Definitions. Unless the context othenvise clearly requires, the
following terms shall have the respective meanings set forth be-
low for all purposes of this Agreement, each Schedule and each
Lease:
“Additional Faymenis” means any amounts (other than
Rental Payments) required to he paid by Lessee pursuant to the
terms ofeach Leasc.

"Agreement' means this Master Equipment Lease-Purchase
Agreement, as supplemented and amended from time to time as

herein provided.

“Certificate 9 Acceptance” means, with Tespect to each
Schedule, “a certificate that Lessee delivers to Lessor upon

Lessee's receipt and acceptance of the Equipment described in
such Schedule and pursuant to which Lessor is directed by
Lessee to, and against whch Lessor does, allocate funds to pay
.he Purchase Price ior such Equipment. Each Certificate of
Acceptance with respect to a Schedule shall he in substantially
he form attached as Exhibi! 5 to such Schedule, skall be com-
ileted, executed and delivered by Lessee to Lessor as provided
n Paragraph 9 of this Agreement 2nd shall have a Rental Pay-
nent Schedule and, with respect to a Tax—Exempt Lease only,
.R.S. information reporting r e m attached thereto.

"Code" means the Internal Revenue Code of 1986, as
mended. Each reference io a section of the Code herein shall he
cemed to include the United States Treasury Regulations pro-
used or i effect thereunder.

"Equipment" means (a) the equipment, vehicles, computer
urdware and software (subject to any applicable software hcen-

agreement) and other tangible and intangible personal

sreements, identified in cach Schedule, (b) any property
:quired in substitution, renswal, repair or replacement for or as
Idirions, improvements, accessions and accumulations to any of
ich equipment, vehicles, computer hardware and software and
her personal property and (c) my accessories, parts and appur-
nances appertaning Of attached to any of such equipment,
‘hicles, computer hardware and software and other personal
operty OF ftom UM 1o fime incorporated therein or instalied
reon

“"Event of Defeufr” 1 defined m Paragraph
reement.

24 of this
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"Even; oj Nonappropriation' means a nonrenewal of the
term of a Lease by Lessee, determined by the failure or refusal of
the governing body of Lessee to appropriate monies sufficient to
pay the Rental Payments and reasonably estimated Addin'on_al
Payments for the next succeeding Renewal Term as provided 1

such Lease.
"Fiscal Period" means the annual or biennial period used

frorn time to time by Lessee for its fmancial accounting and
budgeting purposes.

“Initial Term ""'means, with respect to each Lease, the period
determined as provided in Paragraph 3 hereof.

"Lease” means, collectively, (a) a Schedule and the terms of
this Agreement which are incorporated by reference into such
Schedule, (b) the Certificate of Acceptance relating to such
Schedule, together with the Attachmeats to such Certificate of
Acceptance, and (c) each Addendum that describes this Agree-
ment or the Lease to whch such Addendum relates.

“Legally Available Funds" means funds that the governing
body of Lessee duly appropriates or are otherwise legally avail-
able for the purpose of making Payments under each Lease.

"Lessee' means the entity referred to as Lessee in the

heading for this Agreement.
"Lessor™ means (a) the entity referred to as Lessor in the

heading for this Agreement or (b) any assignee or transferef gf

: 4l OT ; Lease (includ-
Wﬁ%ﬁl%ﬁ/meﬁ%egﬁg t%llqulsj%n%rﬁn ﬂ]g?e%nr%er) purs(uant to
Paragraph 27 hereof, but does not include any entity solely by
reason of that entty retaining or assuming any obligation of
Lessor to perform under any Lease.

"NefProceeds" means the amount remaining from the gross
proceeds of any insurance claim or condemnation award after
deducting all expenses (including attorneys' fees) incurred in the
collection of such claim or award.

“Payments " means, with respect to each Lease, the Rental

Payments and the Additional Payments thereunder, collectively.

"Prepayment Option Amount™ means, with respect to each
Lease, the amount determruned pursuant to such Lcase at which
Lessee may prepay the aggregate principal component of Rental
Payments thereunder on any Rental Payment date provided 1
such Lease for which a Prepayment Option Amount is identified
under the column titled "PREPAYMENT OPTION AMOUNT" on
the related Rental Payment Schedule prior to the scheduled pay-
ment of all Rental Payments to he paid under such Lease for the
Equipment therein identified

"PurchasePrice" means, with respect to each Schedule, the
toral cost of the Equipmznt described in the Certificate of



e

¥ ,
Acczptance related to such Schedule, includmg all deiivery
charges, wmstallation charges, capitalizable consulting and tram-
g fees, legal fees, financing costs, motor vehicle registration
fees, iecordmg and filing fees and other costs necessary to vest
Sill, clear legal tide to such Equipment in Lessee, subject to the
securify inrerest granted to and retained by Lessor as set forth m
the relared Lsase, and othemise incurred in connecnon with the
fmancing provided by the lease-purchase of the Equipmznt as
provided in such Lease.

“Renewal Term" means, With respect to each Lease. each
BUCLESEIVE period, m addition to the applicable Initial Term, that
IS coextensive with Lessee's Fiscal Period and far which Lessee
has extended the tern of such Lease as orovided therem.

“Renta! Payments” means, with respect to each Lease, the
amounts (allocable with respect t0 a i2X-£4€ Put Tease to a
principal component and an interest companefté payable by
Lessee pursuant to such Lease. as payments for the installment
financing of rhe Purchase Price' for the Equipment as set forth in
such Lease.

" , : o each
Lease{?ﬁ%ﬂs’cr{é%u??ee%:f i%cszﬁg lﬁayn%%%‘ésau"é“ witﬁc?’gggécgtoto the
funds allocated for the payment of the Purchase Price under such
Lease by Lessor at Lessee's direction pursuant to the related
Certificare of Acceptance, calculated as provided in the related
Schedule and attached as Attachment / to such Certificate of
Acceptance.

"Schedule™ means a Lease Schedule that may be executed
by Lessor and Lessee from time to time pursuant to this Agree-
ment and, in the case of a Tax-Exempt Lease, in substantially the
form attached lo this Agreement as Schedule A-1 or, in the case
of a Taxable Lease, in substantially the form attached to tius
Agreement a5 Schedule 4—2, together in each case with the Ex-
hibitr attached to each such $chédule.

“Schedule Funding Date” means the date identified by
Lessor in irs Acknowledgment to a Certificate of Acceptance on
which Lessor allocated funds for the payment of the Purchase
Price under the related Schedule at Lessee's direction.

"State" means the State under whose laws Lessee exists or
is organized.

“Taxable Lease™ means a Lease that is not a Tax-Exempt

Lease.
“Tax-Exempt Lease™ means a Lease for which the interest

component of Rental Payments is excludible from gross income
of the owner or owners thereof for federal income tax purposes.
"Vendor' means the manufacturer, seller or supplier of the
Equipment and the agents or dealers of the manufacturer, seller
or supplier from whom Lessee acquired and Lessor financed the
Equipment pursuant o the applicable Schedule.
2. Agreement to Lease-Purchase Equipment Under Each
Lease. Lessee hereby agrees to acquire, purchase and lease all
the Equipment identified in each Schedule that may from time to
tune be executed by Lessor and Lessee pursuant hereto, and
Lessor hereby agrees to lease the Equipment under each
Schedule to Lessee, all on the tern and conditions set forth in
this Agreement and the related Lease. Each Schedule executed
and delivered by Lessor and Lessee pursuant to this Agreement

and the related Certificate of Acceplance (including the Attach-
ments hereto) shall constitute a separate 2nd mdependent Lease.

This Agmeggent is not a commitment by Lessor 1o Ll_%ssee or
(AR Ve snafPitedlite 20, Sebfidie g sumentty 1 effec
Schedule together with all Exhibits thereto each i form and sub-
stance and with terms acceptable to Lessor (in the exercise of jts
sole discjetion) and only so long as the fmancial condition gr
affairs of Lessee shall not have changed so as: in the sole opinion
of Lessor, to impair the credit risk to Lessor of the tramsaction
contemplated by such Schedule.

Each Schedule, upon its execution by Lessor and Lessee,

shall constitute 3 commitment by Lessor to finance Lessee’s in-

stallment purchase and lsasing of the Equipment therem de-
scribed on the terms and subject to the conditions provided in
such Schedule, and shall constitute a commitment by Lzssee to
obtain such financing from Lessor, but nothmg in this Agree-
ment or in such Schedule shall obligate Lessor to allocare funds
for the payment of the Purchase Price under the related Lease as
directed m any Certificate of Acceptance unless Lessee shall
complete, execute and deliver to Lessor a Certificate of Accep-
tancz with respect to Equipment at a Furchase Price and with
Vendors acceptable to Lessor (in the exercise ofits sole discre-
tion) and only so long as the financial conditton or affairs of
Lessee shall nor have changed sc as, in the sole opinion of
Lessor, to impair the credit nsk to Lessor of the transaction con-
templated by such Certificare of Acceptance; provided, however,
that Lessor's approval of or failure to object to any Vendor shall
?o"%h%"aﬁgﬂ'lrtyeo‘%ﬁﬁiﬁgﬁ”& yogefurgﬁe{y;ﬁg\&by Lessor with respect

This Agreement and any Schedule are, and in the case of a
Certificare of Acceptance may be, entered into solely for the
benefit af Lessor and Lessee and notfor the benefit of zny third
party including (without limitation) asy Vendors.
3. Term. The term of this Agreement begins as of the Master
Lease Date set forth above and will continue so long as any
amount remains unpaid under a Lease. The Initial Term of each
Lease begins 2s of the Schedule Funding Date identified by
Lessor in the Certificate of Acceptance relating to such Lease
and expires at m'dnight on the last day of Lessee's current Fiscal
Period during which such Schedule Funding Date occurs.
Beginning at the expiration of the applicable Initial Term, the
term of each Lease shall automatically be extended upon the
successive appropriation by Lessee's governing body of amounts
sufficient to pay Rental "payments and reasonably estimated
Additional Payments during the next succeeding Renewal Term
inthe number of Renewal Terms, each coextensive with Lessee's
Fiscal Period, as are necessary for all Rental Payments identified
in the PETHIDEDt Rent) Payment geheqyle 1o be paid T full,
unless gch I ease is L0MINated a5 provided therein.

The term of each Lease will expire upon the fust to occur of

(2) the expiration of the Initial Term or any Renewal Term
under such Lease during which an Event of Nonappropriation

CUrs,
(h) the day after the last scheduled Rental Payment under

such Lease is Paid i full,
(c) the day after the Prepayment Option Amount under

such Lease is paid in full or

(d) an Event of Default under such Lease and a termination
of Lessee's righb thereunder as provided therein.
4. Rental Payments. Lessee hereby agrees to pay Rental Pay-
ments for the Equipment identified in each Lease (but only from
Legally Available Funds) to Lessor at Lessor's mailing address
set forth above (or at such other address as may be designated
from time to time pursuant to Paragraph 27 or 30 hereof) in the
amounts provided i the pertinent Rental Payment Schedule.
Rental Payments made by check will be accepted subject to col-
lection.
Lessee's odligation 10 make Renfal Peyments and to pay
any Additional Payments payable under each Lease constitures
a current obfigation payable exclusively from Legally Available
Funds and shall rer be construed to he an indebtedness within

the meaning of any appficable constitutional or staruzory limi-
tation or requiremént. "Lessée has notpledged itsfull faith end

credir OF jis iaxing power to make ary Rentgl Payments or Ad-
ditional Payments wnder gy, Lease.

5. Agreement to Seek Appropriations; Notice of Event of
Nonappropriation. Lessee agrees that its primary business offi-
cial will do all things lawfully within such official’s power (a) to
include amgunts to make Payments under each Lease in each
annual or biennial budget (as appropriate) to be submitted to
Lessee’s governing body and (b) to use best efforts to obtain and
maintain funds from which Payments under each Lease may be



made during each Fiscal Penod for which amounts have been
duh apnronnaied to make Pavments Lessee hereby agrees to
oafy Lessor immediately (and .y no case later thzp 30 days
prior to the last day of its then current Fiscal Period) of the
occurrence of an Event of Nonappropriation under any Lease.

6. Prepaymenr Option. Lessee is granted the option pursuant to
the applicable Lease to prepay the aggregate principal compo-
nent of Rental FPayments (in whole but not in part) identified m
such Lease, prior to the scheduled payment of the Rental Pay-
menrs n full pursuant to such Lease, on sach Rental Payment
dare for which a Prepayment Option Amount is identified under
the column titled “PREPAYMENT OPTION AMOUNT” in the
applicable Renlal Payment Schedule. Such prepayment amount
shall equal the Prepayment Option Amount (assuming that all
Rental Payments and Additional Payments due under such Lease
on and prior to the prépayment date have bezsi paid) shown for
rbe Rental Payment date on which such prepayment is to be ef-
fecnve under the column titled "PREPAYMENT OPTION
AMOUNT" w the applicable Rental Payment Schedule. The ag-
gregate principal component of Rental Payments may nor ne
prepaid 111 whole or in part on any day prior to the first Rental
Payment Date for whch a "PREPAYMENT OPTION AMOUNT"
is shown in the applicable Rental Payment Schedule, and the
Prepayment Option Amount shown on any Rental Payment
Schedule may include an amount representing premium.

To exergise the option provided 1B this Paragraph 6 and
granted in a Eease, [ esEee chall oive LESSOr @ written Notice ex-
ercising such option and desighating the affected Lease, (he
Rental Payment date on which such Prepayment js to be cffective
and the dpplicable Prepayment Option Amount, whch notice
shall ba delivered to Lessor at least 30 days In advance of the

proposed prepayment date. Such prepayment option may t
exercised by Lessee Wit respect to a Lease whether or not or
or more Events of Default have occurred and are then contmuin
under such Lease at the time of such exercise; provided, howm
ever, that the prepayment of such principal component of Rent;
Payments under the applicable Lease upon the exercise of suc
option during the continuance of an Event of Default thereunds
shallnot limit, reduce or otherwise affect liabilities or obligation
that Lessee has incurred as a result of such Event of Default o
otherwise terminate the term of the affected Lease notwith
standing anything in such Lease to the contrary.

Immediately upon any such prepayment being made, Lesso
shall execute all documents reasonably necessary to confirm n
Lessee ntle o and to the Equipment under the affected Leass
free and clear of any lien, encumbrance or other interest createc
by Lessor, but without warranties and in ""where-is, as-is" con
dition, and release Lessor's security interest in such Equipmen
and shall deliver such documents to Lessee. Lessor shall furthe:
cooperate in providing for the filing of any necessary releases
termination statements or other similar documents and the re-
lease of certificates of title or certificates of origin to Lessee.

7. Essentiality. Lessee's present intention is to make Rental
Payments and Additional Payments under each Lease for the
Initial Term and ail Renewal Terms applicable thereto as long as
it has Legally Available Funds. Jn that regard, Lessee represents
with respect to each Lezse that (a) the use and operation of the
Equipment under each Lease 1s essential to its proper, efficient
and economuc governmental operation and (b) the functions per-
formed by the Equipment under each Lease could not he hans-
ferred to other equipment available for its use.
8. ANonsubstiturion. If Lessor terminates a Lease pursuant to
Paragraph 25 or an Event of Nonappropriation occurs with re-
spect to a Lease, Lzssee agrees, to the extent not prohibited by
law, not to purchase, lease, rent or otherwise acquire equipment
performing functions similar to thoac performed by the Equip-
ment deseribed in such Lcare or obtain from any source tﬁe
{Svices or suformation that the Equipment described m such
=23z was to perform or provide, m =ach case for a period equal
to the shorter of (a) the longest period (1if my) pernutted by State
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law for such purpose og) 360 days after such termnation or
occurrence

9. Delivery and Installation. Lessee shall select the type, guan-
ity and Vendor of =ach item of Equipment designated in a
Schedule. Once Lessor and Lessee have executed the related
Schedule, Lessee (as Lessor's agent for this purpose) shall then
order the Equipment identified in such Lease from such Vendor.
Any existing purchase order at the nme a Schedule is executed
for any portion of the Equipment therein identified and any pur-
chase order thereafter executed shall he deemed to be executed
by Lessee in its capacity as Lessor's agent for purposes of such
Schedule. Lessor shall have no liability for any delay in delivery
or failure by the Vendor to deliver any Equipment under any
Schedule or to fili any purchase order or meet the conditions
thereof, Lessee, at its expense, will pay or cause the Vendor to
payall transportation, ing, taxes;dutres; msurance, instaHa=
tion, testing and other charges relating to the Equipment under
each Schedule. As soon as practicable after Lessee's receipt and
installation of all Equipment identified in a Schedule, Lessee
shall deliver to Lessor a Certificate of Acceptance relating
thereto. Execuhon of a Certificate of Acceptance with respect to
the Equipment identified m a Schedule by any employee, official
or agent of Lessee having authority in the premises or having
managerial, supervisory or procurement duties with respect to
equipment of the same general type as the Equipment described
in such Certificate of Acceptance shall constitute acceptance of
such Equipment on behalf of Lessee. If Lessee delivers a com-
pleted and executed Certificate of Acceptance to Lessor that is in
form and substance acceptable to Lessor and satisfies the condi-
tions for allocation of fynds for the payment of the Purchase
Price under the related Lease, including those provided in the
thud paragraph of Paragraph 2 of this Agreement, Lessor shall
within 5 business days allocate such funds as directed by Lessee
in such Certificate of Acceptance, complete and execute the Ac-
knowledgment of Lessor included in such Certificate of Accep-
tance and calculate and prepare the Rental Payment Schedule to
he attached to such Certificate of Acceptance all of which shall
constitute and be part of the related Lease.

Lessee understands and agrees that neither the Vendor of
any Equipment under any Schedule or related purchase order,
nor any salesman or other agent of any such Vendor, is an agent
of Lessor. No salesman or agent of the Vendor of any Equip-
ment under any Schedule or related purchase order is authorized
to waive or alter any term or condition of any such Schedule or
related purchase order, and no representation as to Equipment or
any other matter by the Vendor of any Equipment under any
Schedule or related purchase order shall m any way affect
Lessee's duty to pay the Rental Payments under the related Lease
and perform its other obligations as set forth in such Lease.
Lessee hereby acknowledges that it has or will have selected the
Equipment identified in each Schedule using its own criteria and
not in reliance on any representations of Lessor.

10. Disclaimer of Warranties. LESSOR, NOT BEING TEE
MANUFACTURER, SELLER OR SUPPLIER OF ANY OF THE
EQUIPMENT UNDER ANY SCHEDULE, NOR A DEALER IN
ANY OF SUCH EQUIPMENT, BAS NOT MADE am) DOES
NOT MAKE ANY WARRANTY. REPRESENTATION OR
COVENANT, EXPRESS OR IMPLIED, AS TO ANY MATTER
WHATEVER, INCLUDING BUT NOT LIMITED TO: THE
MERCHANTABILITY OF THE EQUIPMENT OR ITS FITNESS
FOR ANY PARTICULAR PURPOSE, THE DESIGN OR {CON-
DITION OF THE EQUIPMENT, THE QUALITY OR CAPACITY
OF THE EQUIPMENT, TEE WORKMANSHIP IN THE
EQUIPMENT, COMPLIANCE OF THE EQUIPMENT WITH
THE REQUIREMENT OF ANY LAW, RULE, SPECIFICATION
IR CONTRACT PERTAWING THERETO, PATENT
NFRINGEMENT OR LATENT DEFECTS. NOTHING HEREIN
"BALL MODIFY LESSEE'S RIGHTS AGAINST THE VENDOR
)F ANY EQUIPMENT. Lessee accordingly agrees not to assert
ny claim whatsoever against Lessor based thereon. Lcssee fur-
1er agees. regardless of cause, not to assert any claim whatso-
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ever agamst Lessor for any direct; indirect. consequential,f

incidental or special damages or loss of any classification.
Lessor shall have no obligation to install, erect, test. adjust,
service or maintain any Equipment under any Lease. ILessee

shall look solely to the manufacturer, seller and/or supplier for

any and all cldims related to any and ;] of the Equipment,
LESSEE ACQUIRES, PURCHASES AND LEASES THE
EQUIPMENT “WHERE-IS, AS |S” AND “WITH ALL
FAULTS.”

Lessor hereby acknowledges that, so long as no Event of
Default or Event of Nonappropriaticn has occurred and is con-
timung under a Lease, the warranties (if any) of the manufac-
wrer, seller and/or supplier of the Equipment under such Lease
arc ior the benefit of Lessee.

11. Title o Equipment During the term Of each Lease, title to
the Equipment identified therein shall be vested in Lessee, sul
ject to the rights of Lessor under such Lease, unless Lessor te
minates such Lease pursuant to Paragraph 25 hereof as provide
m such Lease or an Event of Nonappropriation occurs with i
spcct to such Lease, in whch event title to the Equipment ideut
tied in such Lease shall immediately vest in Lessor free and cle:
of any right, title or interest of Lessee. Lessee, at its expensi
will protect and defend Lessee’s title to the Equipment identifie
in each Lease and Lessor’s rights and interests therein and wi
keep the Equipment under each Lease free and clear from an,
and all claims: liens, encumbrances and legal processes o
Lessee’s creditors and other persons. All items of Equipmen
shall at all times be and remain personal property notwithstand
ing that any such Equipment may now or hereafter be affixed ti
realty

12. Tax Covenants 4pplicable Only to Tax-Exempt Leases; Tar
Indemnity Paymenis. Lessee agrees that it will not take any ac
tion that may cause the interest component of Rental Payment:
under any Tax-Exempt Lease to be or to become includible ir
the gross income of the-owner or owners thereof for federal in-
come tax purposes, nor will it omit to take or cause to be taken,
in a omely manner, any action, which omission may cause the
interest component of Rental Payments under any Tax-Exempt
Lease to be or to become includible in the gross income of the
owner or owners thereof for federal income tax purposes. Lessee
agrees to execute and deliver to Lessor, upon Lessor’s request, a
tax certificate and agreement in form and content acceptable to
Lessor, relating to the establishment and maintenance of the ex-
cludibility from gross income of the interest component of
Rental Payments under any Tax-Exempt Lease for federal in-
COme tax pPUrposes.

If Lessee breaches the covenant contained in this Paragraph
with respect to a Tax-Exempt Lease, the interest component of
Rental Payments under such Tax-Exempt Lease may become
includible in gross income of the owner or owners thereof for
federal income tax purposes. Insuch event, Lessee agees to pay
promptly after any such determination of taxabiliry and on each
Rental Payment date thereafter to Lessor an additional amount
determined by Lessor to compensate such owner or owners for
the loss of such excludibility (mcluding, without limutation,
compensation relating to interest expense, penalties or additions
to tax), whch determination shall he conclusive (absent manifest

additional amount payable by Lessee pursuant to this Paragraph
12 as provided m a Tax-Exempt Lease shall be payable solely
from Legally Available Funds.

It is Lessor’s and Lessee’s inlenhon that each Tax-Exempt
Lease not constirute a “true” lease for federal mcome tax pur-
poses and, therefore, it is Lessor’s and Lessee’s mtention that
Lessee be considered the owner of the Equipment under each
Tax-Exempt Lease for federal income tax purposes; provided,
however. that nothing 1n this paragraph shall affect the charac-

13. Use of Equipment, Inspection and Reports. During the
term Of €ach [ ease, Lessee shall be entitled to quiet enjoyment of
the Equipment identified therein and may possess and use the
Equipment in accordance with such Lease, provided that Lessee
is in compliance M all respect.; gith the tarmg Of such Lease and
that sucll%1 ossession 2nd use are in conformity with ail applicable
laws, any insurance policies and any imstallation requirements
(including environmental Specifications) or warranties Of the
manufacturer, seller and/or supplier with respect to the Equip-
men: identified 1z such Lease. Lessee shall provide all permits
and licenses, if any, necessary for the installation and operabon
of the Equipment under each Lease. Lessor shall have the right,
upon reasonable prior notice to Lessee and during regular busi-

ness hours, to inspect the Equi%ment at the premises of Lessee or
wherever the Equipment M2y be |ocated. Lessee shall promptly

notify Lessor of any alleged encumbrances on the

identified in any Lease or any accident allegedly resulting from
he use or operation thereof or any claim relating thereto.

During the term of each Lease and at Lessor’s request,
Lessee shall provide Lessor, no later than 10 days prior to the
:nd of each Fiscal Period (commencing with the Lesses’s fust
7iscal Period during which a Schedule Funding Date occurs),
vith current budgets or other proof of appropriation for the
nsuing Fiscal Period and such other information relating to
.essee’s ability to continue the term of each Lease for the next
ucceeding Renewal Term as may be reasonably requested by
.€880T.

During the term of each Lease and at Lessor’s request,
essee shall furnish or cause to be furnished to Lessor, at
essee’s expense, as soon as available and in any event not later
yan 180 days after the close of each Fiscal Period, the audited
nancial statements of Lessee as at the close of and for such
iscal Period, all in reasonable detail, audited by and with the
;port of Lessee’s auditor.

During the terrm of each Lease and at Lessor’s request,
=ssee shall promptly furnish to Lessor a list of those officials or
Fcers of Lessee who are duly authorized to execute and de-
ier, for and on behalf of Lessez, this Agreement, any Schedule

any Certificate of Acceptance or otherwise perfom acts and
ecute documents and agreements relating to any Lease.

1. Security Agreement; Furiher Assurances. To secure the
rformance of all of Lessee’s obligations under each Schedule
d the related Lease, Lessee grant.; to Lessor, and Lessor shall
ve and retain. a security interest constituting a first and exclu-
¢ lien on the Equipment delivered under each respective
ase, on all attachments, repairs, replacements and modifica-
ns thereto or therefor and on any proceeds therefrom; pro-
ed, however, that such grant of a security interest shall not
sly with respect to any portion of Equipment consisting of
nputer software that is subject to a license that prohhits such
mt of a security interest with respect to the licensed software.
y potion of Equipment consisting of computer software that
subject to such a prohibition In the related license shall be
iject to such separate rights and remedies as may be agreed
yn by Lessor and Lessee with the consent of the software Ii-

terization of the transactions contrmplated by each Lcase for

for) noting Lessor’s inrerest thereon, opinions of counsel, motices
and sirular instruments, 10 form satisfactory to Lessor, which
Lessor deems necessary Or appropriate to establish and maintain
its security iterest in the Equipment under each Lease or for the
confirmation or perfection of each Lease and Lessor’s rights un-
der each Lease. Upon the occurrence of an Event of Default or
an Event of Nonappropriation under a Lease or in the event that
Lessee refuses or is otherwise unwiliing to execute and file fi-
nancing statements to which Lessor is entitled in accordance with
such Lease within ten days after Lessor’s written request to



?ommercial Codr or signed by Lessor as Lessee's attorney-in-/
act.

15. Risk of Loss  All nisk ofloss, damage, theft or destrucrion to
each item of Equipment under each Scheduie and each Lease
shall be borne by Lessee. No such loss, damage, theft or de-
struction of the Equipment under any Lease, in whole or in part,
shall impair the obligations of Lessee under any Lease (includ-
ing, but not limited to, the obligation to pay Rental Payments
under each such Lease when due), all of which shall contiuue in
full force and effect subject 1o the tern of the applicable Lease.
If (aj the Equipment or any portion thereof under a Lease is
destroyed (inwhole or in part) or 1s damaged by fire or other
casualty or (b) title to, or the temporary use of. the Equipment or
any pan thereofunder a Lease is taken under the exercise of the
power of emunent domam, Lessee shall immmediately notify

Lessor. Lessee and Lessor shall cause the Nct Proceeds of any
insurance claim or condemnation award to be applied, at
Lessor's option, to (i% the prompt repair, restoration, modifica-
tion or replacement of the Equipment so affected of (f1) the pay-
ment in full of any then applicable Prepayment Option Amount.
Any balance of Net Proceeds remaining after completion of such
work or payment of such Prepayment Option Amount shall be
paid promptly to Lessee. If the Net Proceeds are msuffrcient to
pay the costs of such tepair, restoration, modification or re-
placement or to pay such Prepayment Option Amount in full,
Lessee shall, at Lessor's direction, either complete the work or
pay any then applicable Prepayment Option Amount m fuil and
in either case pay any cost in excess of the amount of Net Pro-
ceeds, but only from Legally Available Funds.

16. Insurance. In the event that Lessee is not self-insured as
hereinafter provided, Lessee, at its expense, shall throughout the
term of each Lease keep the Equipment thercunder insured
against theft, fire, collision (in the case of vehicles) and such
other risks as may be customary for each item of Equipment in
the amounts and for the coverage set forth in ExAzbit/ to the

applicable Schedule, with carriers acceptable to Lessor, under a
policy or policies containing a loss payable endorsement in favor
of Lessor, and affording to Lessor such additional protection as
Lessor shall reasonably require. Lessee shall further, at its ex-
pense, maintain i effect throughout the term of each Lease a
policy or policies of comprehensive public liability and property
damage insurance in the amounts and for the coverage set forth
in Exhipit I to the applicable Schedule, with carriers satisfactory
to Lessor. Al such insurance shall name Lessor as an additional
msured. The policies required hereby shall provide that they
may not be canceled or materially altered withour at least 30
days prior written notice to Lessor. Lessee shall deliver to
Lessor copies or other evidence satisfactory to Lessor of each
insurance policy and each renewal thereof. Failure by Lessor to
request evidence of such insurance policies or renewals, or other-
wise to verify the existence of such insurance, shall pot consti-
tute a waiver of the requirements hereof. Lessor shall have the
right, on behalf of itseif and Lessee, to make claim for, receive
payment of and execute and endorse all documents; checks or
drafis received in payment for loss or damage under said insur-
ance policies. If Lessee is self-insured with respect to equipment
such as the Equipment under a Lease, Lessee shall maintain
during the term of such Lease an actuanially sound self-insurance
program in forn satisfactory to Lessor and shall provide evi-
dence thereof in form and substance satisfactory to Lessor.

17. Maintenance and Repairs. Lessce shall use the Equipment
under each Lease in a careful and proper manner, in compliance
with all applicable laws and regulaticns and, at its expense, keep
and maintain the Equipment under each Lease in good repatr and
working order, performing al! maintenance and servicing neces-
sary to maintain the value and utiiity of the Equipment, Teason-
able wear and tear excepted. Without the prior written consent
of Lessor, Lessee shall not make any alterations. modifications
or attachments to the Equipment under any Lease which cannot
be removed without materially damaging the functional capa-
bilities, economic value or ntility of such Equipment.
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18. Taxes. Unless Lessee has provided Lessor v, evidence
necessary to sustain an exemption therehorn, Lessee gﬁall funety
pay all assessments, license fees, taxes (including sales, use. ex-
cise, personal property, ad valorem, stamp, documentary and
other taxes) and all other governmental charges, fees, fines or
penalties whatsoever, whether payable by Lessor or Lessee, now
or hereafter imposed by any governmenta! body or agency on or
relating to the Equipment under each Lease, the Rental Payments
under each Lease or the use, registration, rental, shipment, mans-
portation, delivery, ownership or operation of the Equipment
under each Lease and on or relating to each Lease; provided,
however, that the foregoing shall not include any federal, stare
or local income or franchise taxes of Lessor.

19. Lessor’s Performance of Lessee’s Obligations. If Lessee
shall fad duly and promptly "to perform any of its obligations
under a Lease, Lessor may, at its opnon, perfom any act or
make any payment that Lessor deems necessaq for the mainte-
nance and preservation of the Equipment under such Lease and
Lessor's interests therein, including, but not limited to, payments
for sabsfaction of liens, repairs, taxes, levies and insurance. All
expenses incurred by Lessor in performing such acts and all such
payments made by Lessor togetﬁer with late charges described in
Paragraph 20 below as provided in each Lease, and any reason-
able%gal fees incurred by Lessor in connection therewith, shall
be payable by Lessee to Lessor on demand. The performance of
any act or payment by Lessor as aforesaid shall not be deemed a
waiver or reiease of any obligation or default on the part of

Lesses.
20. Late Charges. Should Lessee fail to duly pay any part of

any Rental Payment or other sum to be paid to Lessor under a
Lease (including, but not limited to, any amounts due as a result
of Lessor's exercise of its rights under Paragraph 25 hereof)
within [0 days after the date on which such amount is due under
such Lease, then Lessee shall pay to Lessor late charges on such
delinquent payment from the due date thereof until paid at the
rate of 18% per anmum or the highest rate permitted by law,
whichever B less.

21. Indemnification. Lessee assumes liability for, agrees to and
does hereby indemnify, protect and keep harmless Lessor and its
agents, employees, officers, directors, parents, subsidiaries and
stockholders from and against any and all liabilifies, obligations,
losses, damages, injuries, claims, demands, penalties, actions,
costs and expenses (including reasonable attomey’s fees), of
whatsoever kind and nature, arsing out of the use, condifion
{(including, but not limited to, latent and other defects and
whether or not discoverable by Lessee or Lessor), operation,
ownership, selection, delivery, storage, leasing or return of any
item of Equipment, regardless of where, how and by whom 0p-
erated, or any failure on the part of Lessee to accept the Equip-
ment under any Lease or otherwise o perform or comply with
any conditions of any Lease. Lessee is an independent conirac-
tor and nothing contained in any Lease shall authorize Lessee or
any other person to operate any item of Equipment 50 as to mcur
or impose any Hability or obligation for or oa behalf of Lessor.
Notwithstanding anything in any Lease to the contrary, any
indemnity amount payable by Lessee as described in this Para-
graph 21 and as provided in the applicable Lease shall be pay-
able solely from Legally Available Funds and only fo ifte extent

authorized by law.
22. No Offser; Unconditional Obligation. Each Lease is
“wiple net” and Lessee’s obligation to pay all Rental Payments
and Additional Payments under each Lease shall be absolute and
unconditional under any and all circurnstances subject to the
terms and conditions of each Lease. Without limiting the gener-
ality of the foregoing, Lessee shall not be enntled to any zbate-
ment of rent or reduction thereof or setoff against rent, including,
but not limited to, abatements, reductions or setoffs due to anv
present or future claims of [essee against Lessor under any
Schedule, any Lease, under this Agreement or otherwise; nor,
except as otherwise expressly provided in a Lease, shall any
[_ease terminate, or the respective obligations of Lessor or Lessee
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te othsrwise afiected, by reason of ary fatiure of the Equipment
under such Lcase lo perfomu in the mangzer or to the extent that
Lessee antictpated or t¢ achieve cost or other savings that Lessee

—

anticipated, any defect in or damage to or loss os destruction of
all or any of the Equipment under any Lease from whatsoever
cause, the raking or requisitioning of the Equipment under any
Lease by condermation or otherwise, the lawfu] prohibition of
Lessee’s use of the Equipment under any Lease, the interference
v such ase by any private person or corporation, the invalidity
or unenforceabiiity or lack of due autharization or other infirmity
of this Agreement, any Schedule or any Lease, of lack of right,
power or authority of Lessor to enter into this Agreement, any
Schedule or any Lease or any msolvency, bankruptcy, reorgani-
zation or simular proceedings by or against Lessor or Lessee or
for any other cause whether similar or dissimilar to the forego-
INg,ary present or future law to the contrary notwithstandmg, 1t
being the intenhon of the parties hereto ihat the Rental Payments
and Additional Payments payable by Lessee under each Lease
shall continue to be payable in all events unlzss the obligation to
ay the same shall expire or be temminated pursuant to sach
ease (including upon the occurrence of an Event of Nonappro-
priation thereunder) or until the Equipment thereunder has been
returned to the possession of Lessor as provided in such Lease
(for all purposes of each Lease, any item of Equipment shall not
be deemed to have been returned to Lessor’spossession until alle

of Lessee’s obligations with respect to the return, transportation
and storage thereof have been performed). To the extent Der-
mitted by applicable law, Lessee hereby waives any and all
rights that it may now have or that at any time hereafter may be
conferred upon it, by statute or otherwise, to terminate, cancel,

uit or surrender any Lease ar any of the items of Equipment
thereunder, except in accordancc with the express terms of each

Lease.
23. Representations and Warranties of Lessee. Lessee hereby
represents and warrants to and agrees with Lessor that:

(a) Lesseeisa state or a political subdivision thereof with
the meaning of Section 103(c) of the Code.

(b) Lessee has the power and authority under applicable
law to enter into the transactions contemplated by this Agree-
ment, each Schedule and each Lease and has been duly
authorized to execute and deliver this Agreement and each Lease
and to carry out its obligations under each Schedule and each
Lease.
(c} All requirements have been met and procedures have
occurred in order to ensure the enforceability of this Agreement,
each Schedule and each Lease, and Lessee has complied with
such pubhc bidding requirements, if any, as may be applicable to
the transactions contemplated by this Agreement, each Schedule
and each Lease.

.(d 1 ject legal tractual limita-
tion 6 pro¥ERSn SRR URIect (9RO ATRT (AL SRy ], -
resuicts or prevents Lessee from entering into this Agreement,

- performing ; Foati
ﬂ‘ﬁ&e?%ﬁfﬁ ﬂegrggn%gﬁt,r‘ﬁ%/e Chedule ar an)? rl‘_}éa%%,] tgx%%]ﬁg%g %]112

SHISEA LY such performance may, ke ipied by bagkruptey, jn:
generally.

_(e) There is no action, suit, proceediig, inquiry or_investi-
zation, ai law Or m equity, before or by any court, public board
3r body, known to be pefiding or threateneg against or affecting
egssee, nor to the best knowledge of Lessee is there any basis
herefor, wherein an unfavorable decision, miing or finding
vould materially adversely affect the transactions contemplated
vy this Agreement, any gchadule, 20Y Lease or any other agree-
nent or instrument to which Lessee is a party and which is used
7 contemplatad for use in the consummation of the transactions
ontenplated by this Agreement, any Schedule or any Lease.
ill authorizations, consents and apprevals of governmental
odies or agencies required in connection with the execution and
elivery by Lessee of thig Agresment, €ach Schedule and each

ease Or in connection with the carrying out by Lessee of its oh-
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 ligations hereunder and thereunder have been obtained, except
with respect to annual or hiennial budgeting and appropriation
procedures as required by State law relating to each Lease.

The entering into and perfomance of this Agreement,
each Schedule and each Lease will not violate any judgment.
order, law or reguladon applicabie to Lessee or Te5Ult oy ap
breach of, or congstltute a d%?ault under, or result m the creafion
of any lien, charge, secmity interest or other encumbrance upon
any assets of Lessee Or on the Equipment under any Lease pur-
suant to any indenture, ™MOTI2a2e, deed of trust, bank loan or

credit agreement or other instrument 10 which i€SSee is a party
or by which it or its assets may be bound, except as providgd m

each Lease with respect to the granting of security interests in
and to the Equipment therein described.

(g) Lessee is acquiring the Equipmrnt under each Schedule
and the related Lease for use within its geographical boundanes.

(h) The useful life of the Equipment identified in each
Schedule will Dot be less than the giated term of the applica-
bje Lease, including all contermplated Renewal Terms.

(i) Lessee expects to_have made sufficient %gpropriations
or expects to have cther Legally Available Funds to pay all
Rental Payments due during the Initial Term under each Lease.

(J) During the five years prior to the date hereof, Lessee
has not failed ?for whatever reason) to appropriate amounts suf-
ficient to pay its obligations that are subject to annual or biennial
appropriation.
24. Events af Pefaulr. Each oithe following events constitutes
an “Event of Defauli " with respect to a Lease:
(a) Lessee fails to pay in full the Rental Payment due under
such Lease on any date upon which such Rental Payment IS due;
(b) Lessee fails to comply with any other ‘agreement or
covenant of Lessee under such Lease for a penod of 30 days
followin

receipt of written otice of vialation of suc Teement

07 covenant and d8mand that'Such Violatioh' be reme‘dlile?i,g 7

(c) Lessee institutes any proceedings under any bankruptcy,

insolvency, reorganization or similar law or a receiver or similar
officer is appointed for Lessee or any of its property;

(d) my warranty, representation or statement made in

COmNECHon i such Lease

writing by or on behalf of Lessee in with,
mACNA! respact on

1s found 1o be mcorrect or misleading in any

the date made;
(e) actual or attempted sale, lease or encumbrance of any of

the Equipment under such Lease 97 the making of any levy, sei-
zure-or attachment thereof or thereon; or
(f) any event of default occurs under any other Lease.

25. Repossession and Lessor’s Other Rights Upon Event of
Default or Event of Nonappropriafion. Immediatety upon the
currence of an Fvent of Def under a Lease or immediatel
after the expiration of the Imhglu ]Iterm or any ?{enewa rilerm mY
der a Lease during which an Event of Nonappropnation occurs,
Legsor may terminate the affected Lease or Lessee’s rights there-
under and jn any such event repossess the Equipment under such
Lease, which Lessee hereby agrees, at its expense, to surrender
promptly to Lessor at such location jn the continental United
States as Lessor shall direct. Such right of repossession and
other rights as specifically provided in this Paragraph 25 shall
constitute the sole remedies for Lessee’s failure to make pay-

ments or ptherwise perform its obligations when required under a
Lease. If LessoT ig entitled to repossess the Equipment under a
Lease, Lessee shall permit Lessor or ifs agents to enter the
premmses where the affected Equipment is then located. In the
event Ol any such repossession, Lessee shall execute and deliver
such documents as may reasonably be required io transfer ntle to

and possession of the Equipment under the affected %% to
Lessor, “*° and clear of “** liens and security interests to which

such Equipment may have become subject. . )
Any termination of a Lease at LeSsor’s option as described

in this Paragraph 25 and as provided in the applicable Lease shall
take effect at It]he eng of th% Trutial Term OPQ[Le Renewal Tzrm



